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Entitlements  Treatment 

AGENCY:  Federal  Energy  Administra¬ 
tion, 

ACTION.  Final  rule. 

SUMMARY:  This  action  amends  the 
price  and  allocation  regulations  of  the 
Federal  Energy  Administration  (PEA)  to 
afford  imported  crude  oil  treatment  to 
Alaska  North  Slope  (ANS)  crude  oil  for 
purposes  of  the  entitlements  program,  as 
proposed  in  FElA’s  notice  of  proposed 
rulemaking.  This  final  rule  makes  no 
change  in  PEA’s  pricing  regulations  (ex¬ 
cept  to  conform  to  the  entitlements 
amendments),  thereby  refiecting  FEA’s 
decision  that  the  upper  tier  price  ceil¬ 
ing,  as  determined  \mder  existing  price 
regulations,  will,  as  proposed,  apply  to 
first  sales  of  ANS  crude  oil.  This  notice 
also  confirms  FEA’s  decision,  previously 
announced,  not  to  seek  exclusion  of  ANS 
wellhead  prices  from  the  statutory  com¬ 
posite  price  ccanputation  at  this  time. 

EFFECTIVE  DATE:  June  1, 1977. 

FOR  FURTHER  INPORMATION  <X>N- 
TACrr; 

Deanna  Williams  (FEA  Reading 
Room) ,  12th  and  Pennsylvania  Avenue 
NW.,  Room  2107,  Washington,  D.C. 
20461,  202-566-9161. 

Ed  Vilade  (Media  Relations) .  12th  and 
Pennsylvania  Avenue  NW..  Room  3104, 
Washington,  D.C.  20461,  202-566-9833. 
Edwin  Mampe  (Regulatory  Pro¬ 
grams)  ,  2000  M  Street  NW.,  Ro<Hn 
2304E,  Washington,  D.C.  20461,  202- 
254-7200. 

Richard  S.  Greene  (Office  of  General 
Counsel) ,  12th  and  Pennsylvania  Ave- 
-nue  NW.,  Room  5140A,  Washington, 
D.C.  20461,  202-566-9567. 

Douglas  G.  Robinson  (Alaskan  Oil 
Project  Coordinator) ,  12th  and  Penn¬ 
sylvania  Avenue  NW.,  Room  3344, 
Washington;  D.C.  20461,  202-566-9698. 

SUPPLEMENTARY  INPORMATION: 
A.  Background 

Detailed  background  information  de¬ 
scribing  the  FEA  price  amd  entitlement 
regulations  and  the  unique  circumstances 
relating  to  production  and  transporta¬ 
tion  of  ANS  crude  oil  was  provided  in 
FEA’s  Notice  of  Inquiry  in  this  matter 
(42  FR  13116,  March  9.  1977)  and  in  the 
Notice  of  Proposed  Rulemaking  (42  FR 
22889,  May  5,  1977) .  It  is  not  necessary, 
tlierefore,  to  repeat  that  information 
here.  Basically,  this  rulemaking  proceed¬ 
ing  has  been  undertaken  to  determine 
what  changes,  if  any.  to  FEA’s  price  and 
entitlements  regulations  should  be  made 
to  accommodate  the  substantial  new 
domestic  crude  oil  production  which 
began  flowing  on  the  Alaska  North  Slope 
on  June  20,  1977.  Shipments  of  this  oil 


to  refineries  on  the  West  Coast  of  the 
United  States  have  recently  begun,  and 
are  anticipated  to  increase  steadily  until 
they  reach  a  level  of  1.2  million  barrels 
per  day  in  early  1978. 

In  respMise  to  PEA’s  Notice  of  Pro¬ 
posed  Rulemaking.  PEA  received  16  writ¬ 
ten  comments,  including  8  late  com¬ 
ments.  In  addition,  a  total  of  14  oral  pres¬ 
entations  were  made  at  the  public  hear¬ 
ings  in  this  matter  held  in  Washington, 
D.C.,  on  May  25,  in  San  Francisco  on 
May  26,  and  in  Anchorage  on  May  27, 
1977.  FEA  cwisidered  all  of  these  com¬ 
ments  and  presentations,  as  well  as  other 
information  available  to  it.  In  arriving 
at  the  regulatory  amendments  adopted 
today. 

B.  ISSXTES 

1,  Pricing:  Application  of  upper  tier 
price  ceiling  to  ANS  first  sales.  In  its 
notice  of  pr(H)osed  rulemaking,  FEA  ex¬ 
plained  that  ANS  crude  oil,  like  any  other 
domestic  production  from  a  property 
which  commenced  production  after  1972, 
is  permitted  to  be  priced  at  the  upper 
tier  celling  level  under  existing  FEA  price 
regiilations  applicable  to  first  sales  of 
domestic  crude  oil.  FEA  also  pointed  out 
that  upper  tier  price  treatment  for  ANS 
first  sales  appeared  to  be  consistent  with 
congressional  Intent  under  the  Emer¬ 
gency  Petroleum  Allocation  Act  of  1973, 
as  amended  (EPAA) .  Thus,  while  recog¬ 
nizing  that  the  actual  wellhead  price  of 
ANS  production  will  be  significantly  be¬ 
low  the  upper  tier  ceiling  level,  due  to 
high  pipeline  and  other  transportation 
costs  to  bring  ANS  crude  oil  to  domestic 
refineries,  FEA  proposed  to  reject  sug¬ 
gestions  that  ANS  production  be  made 
subject  either  to  the  lower  tier  price  ceil¬ 
ing  or  exempted  frc«n  price  controls  alto¬ 
gether. 

Although  some  producers  continue  to 
advocate  price  exemption,  most  of  the 
comments  received  supported  FEA’s 
analysis  in  this  respect.  Therefore,  for 
the  reasons  outlined  in  the  notice  of  pro¬ 
posed  rulemaking,  today’s  amendments 
contain  no  provisions  which  would  alter 
the  applicability  of  the  upper  tier  ceiling 
price  to  ANS  first  sales  under  FEA’s  ex¬ 
isting  pricing  system. 

PEA  also  pointed  out  that  the  upper 
tier  ceiling  price  applicable  to  a  particu¬ 
lar  grade  of  crude  oil  in  a  particular  field, 
where  there  was  no  posted  price  for 
transactions  in  that  grade  of  crude  oil  in 
that  field  on  the  upper  tier  base  date  of 
September  30,  1975,‘  is  based,  under  10 
CFR  212.74(b) ,  on  “the  related  price  for 
that  grade  of  domestic  crude  oil  which  Is 
most  similar  in  kind  and  quality  in  the 
nearest  field  for  which  prices  were 
posted’’  on  September  30,  1975,  plus  or 
minus  the  dollar  amount  set  by  FEA  from 
time  to  time  to  reflect  adjustments  to  the 
upper  tier  ceiling  price. 

Again,  although  the  ANS  first  sale 
price  will  be  constrained  at  least  initially 
by  market  forces  at  levels  significantly 
below  the  average  upper  tier  price  level, 
due  to  the  high  transportation  factor,  it 


‘There  were  no  such  postings  In  the  ANS 
“field”  In  September,  1075,  since  there  were 
no  ANS  crude  oU  sales  at  that  time. 


Is  necessary  to  fix  the  specific  upper  tier 
oeiling  price  applicable  to  ANS  produc¬ 
tion  under  S  212.74(b)  so  that  there  will 
be  no  doubt  concerning  the  applicable 
lawful  price  ceiling  In  the  event  that 
market  fOTces  permit  ANS  first  sale  prices 
to  rise  to  the  ceiling  level  at  some  future 
date.  FEA  therefore  requested  comment 
on  crude  oil  quality  characteristics  and 
field  locations  to  determine  the  “im¬ 
puted”  highest  posted  price  on  Septem¬ 
ber  30,  1975,  based  on  the  related  price 
for  the  most  similar  grade  of  crude  oil  in 
the  nearest  field  on  September  30,  1975. 

Based  on  the  requirements  of  §  212.- 
74(b)  and  the  methodology  outlined  in 
the  notice  of  proposed  rulemaking,  FEA 
has  determined  that  the  nearest  field 
with  crude  oil  quality  characteristics 
most  similar  to  ANS  crude  oil  for  which 
prices  were  posted  on  September  30. 
1975,  Is  the  Cut  Bank  field  in  Glacier 
County,  Montana.  The  reported  gravity 
of  such  oil  is  28.3*  API  and  its  sulfur 
content  is  1.10%,  compared  to  27"  API 
and  .97%  for  Alaska  North  Slope  oil. 
While  there  is  a  slight  variation  in  qual¬ 
ity  between  these  two  oils,  they  are  suffi¬ 
ciently  similar  that  they  are  virtually 
Interchangeable  in  many  refineries. 
(Motc  detailed  information  concerning 
the  selection  of  the  Chit  Bank  field  as  the 
“nearest  field  most  similar  in  kind  and 
quality”  under  §  212.74(b)  is  set  forth  in 
the  appendix  to  this  notice.)  The  highest 
posted  price  on  September  30.  1975,  for 
transactions  in  the  Chit  Bank  field  for 
the  crude  oil  concerned  in  September, 
1975,  appears  to  have  been  $12.52  per 
barrel.  (This  is  the  price  which  ANS 
producers  should  use  in  complying  with 
the  certification  requirements  of  10  CFR 
212.131(a)  (2)  (ID  (B).)  Under  Price  Ad¬ 
justment  Schedule  No.  7,  m  effect  until 
August  31,  1977,  $1.70  per  barrel  is  sub¬ 
tracted  from  the  applicable  highest 
IX)sted  price  on  September  30,  1975,  to 
determine  the  upper  tier  ceiling  price. 
Consequently,  the  current  upper  tier  ceil¬ 
ing  price  applicable  to  ANS  first  sales 
(wellhead  ceiling  price)  appears  to  be 
$10.82  per  barrel  under  FEA  regula¬ 
tions.’ 

Some  producers  suggested  that  it 
would  be  more  appropriate  to  apply  an 
upper  tier  ceiling  price  to  ANS  first  sales 
b^ed  tm  the  national  average  upper  tier 
ceiling  price.  In  FEA’s  view,  this  ap¬ 
proach  would  be  a  feasible  alternative 
to  §  212.74(b)  if  the  average  upper  tier 
ceiling  price  were  computed  using  only 
upper  tier  ceiling  prices  applicable  to 
crude  oils  with  sulfur  content  and  other 
quality  characteristics  similar  to  those 
of  ANS  crude  oil,  or  if  adjustments  were 
made  in  the  average  to  reflect  the  varia¬ 
tion  in  quality  between  ANS  crude  oil 
and  the  average  of  all  domestic  upper 
tier  oil.  FEA  does  not,  however,  have 


•  The  foregoing  posted  price  determination 
constitutes  an  administrative  determination 
by  FEA  based  on  available  data  and  infor¬ 
mation  as  Indicated  in  the  appendix  to  this 
notice.  This  determination  may  be  appealed 
in  accordance  with  10  CFR  Part  205,  Subpart 
H,  and  for  purposes  of  such  appeal  it  will  be 
deemed  an  order  or  interpretation  issued  by 
FEA 
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sufiSciently  precise  data  to  compute  an 
accurate  weighted  average  upper  tier 
ceiling  price  for  particular  grades  of 
crude  oil  or  for  determining  the  average 
quality  of  upper  tier  oil.  Thus,  it  was 
impossible  for  FEA  to  adopt  this  sugges¬ 
tion  without  adopting  a  new  information 
gathering  system  applicable  to  all  do¬ 
mestic  crude  oil  producers. 

Moreover,  based  on  the  limited  data 
that  is  available  on  average  domestic 
crude  oil  weight  and  sulfur  content  (be¬ 
lieved  generally  to  be  35“  API  and  .68% 
sulfur)  an  average  upper  tier  price  ad¬ 
justed  for  quality  differentials  would 
yield  a  wellhead  ceiling  price  range  for 
ANS  crude  oil  which  roughly  approxi¬ 
mates  the  Cut  Bank  field  base  posted 
price.  The  appendix  to  this  notice  con¬ 
tains  additional  information  concerning 
computation  of  the  estimated  average 
upper  tier  price  adjusted  to  reflect  qual¬ 
ity  differentials. 

(2)  Entitlements:  Treatment  of  ANS 
production  as  imported  crude  oil.  For  the 
reasons  set  forth  in  detail  in  the  notice  of 
proposed  rulemaking,  FTIA  proposed  that 
no  entitlements  obligation  would  apply  to 
ANS  production,  i.e.,  that  It  be  treated 
as  imported  or  imcontrolled  domestic 
crude  oil  for  purposes  of  the  entitlements 
program,  which  operates  generally  to 
equalize  crude  oil  acquisition  costs  (in¬ 
cluding  transportation)  among  refiners. 
FEA  estimated  that  the  amendment  to 
extend  such  entitlements  treatment  to 
ANS  production  at  the  refinery  level 
would  still  leave  the  ANS  wellhead  price 
roughly  $5.00  per  barrel  below  the  esti¬ 
mated  average  upper  tier  price  then  pro¬ 
jected  for  October,  1977,  and  below  even 
the  national  weighted  average  or  com¬ 
posite  price  of  domestic  crude  oil.  This 
estimate  was  based  on  the  assumption 
made  at  that  time  that  the  Trans-Alaska 
Pipeline  tariffs  would  be  about  $5.10  per 
barrel. 

Operation  of  the  initial  pipeline  tariffs 
filed  by  the  pipeline  owners  (these  ranged 
from  $6.04  to  $6.44  per  barrel)  was  sus¬ 
pended  by  order  of  the  Interstate  Com¬ 
merce  Commission  dated  Jime  28,  1977, 
and  the  Commission’s  suspension  order 
authorizing  the  filing  of  interim  tariff 
rates  not  exceeding  amounts  ranging 
from  $4.68  to  $5.10  per  barrel.  Thus, 
FEA’s  original  estimate  of  $5.10  per  bar¬ 
rel  coincides  with  the  upper  end  of  the 
range  of  tariffs  now  officially  authorized 
on  an  interim  basis.  The  relatively  small 
increase  in  average  wellhead  prices  which 
may  result  in  consequence  of  tariffs  be¬ 
tween  $4.68  and  $5.10  per  barrel,  com¬ 
pared  with  the  $5.10  per  barrel  used  by 
FEA  for  purposes  of  analysis,  does  not 
alter  the  basis  for  any  of  the  prop-^sals 
put  forth  by  FEA  in  this  rulemaking  pro¬ 
ceeding.  Even  with  an  actual  tariff  rate 
about  27  cents  per  barrel  below  FEA’s 
$5.10  estimate  (the  weighted  average  in¬ 
terim  tariff  rate  as  calculated  by  the  ICC 
is  $4,835  per  barrel),  the  ANS  wellhead 
price  will  still  be  below  the 'statutory 
composite  price  and  well  below  the  aver¬ 
age  upper  tier  price  nation-wide. 

The  reasons  for  the  entitlements 
amendment  adopted  today  may  be  sum¬ 
marized  as  follows: 


(a)  Equity  within  overall  statutory 
framework.  As  noted,  even  with  no  en¬ 
titlements  obligation  Imposed  with  re¬ 
spect  to  the  refining  of  ANS  crude  oil, 
wellhead  prices  for  ANS  crude  oil  will 
still  be  well  below  those  for  upper  tier 
crude  oil  produced  in  the  rest  of  the 
United  States,  even  though  ANS  crude  oil 
is  in  general  more  costly  to  find  and  pro¬ 
duce.  Because  this  relative  difference  in 
wellhead  price  levels  results  from  the  cost 
of  transporting  ANS  crude  oil  to  domestic 
refiners  being  higher  than  the  cost  of 
transporting  other  domestic  crude  oU. 
nothing  can  be  done  to  eliminate  this  as¬ 
pect  of  ANS  crude  oil  pricing  without  a 
major  restructuring  of  the  regulatory 
program.  But  the  wellhead  price  dispar¬ 
ity  would  be  even  greater  if  an  entitle¬ 
ments  obligation  were  imposed  with  re¬ 
spect  to  the  refining  of  ANS  crude  oil 
(i.e.,  if  it  were  required  to  be  treated  as 
upper  tier  crude  oil  for  purposes  of  the 
entitlements  program) .  Thus,  import  tier 
entitlements  treatment,  while  it  leaves 
ANS  producers  at  a  wellhead  price  dis¬ 
advantage  compared  to  producers  of  up¬ 
per  tier  crude  oil  in  the  rest  of  the  U.S., 
is  more  in  accord  with  the  statutory 
mandate  for  equitable  pricing  of  crude 
oil  in  various  regions  of  the  country  than 
would  be  upper  tier  entitlements  treat¬ 
ment. 

(b)  Incentives  for  additional  produc~ 
tion.  FEA  has  not  concluded  that  the  en¬ 
titlements  treatment  for  ANS  crude  oil 
adopted  herein  is  necessary  to  provide  in¬ 
centives  to  complete  development  of  the 
main  Prudhoe  Bay  Pool.  Nor  is  it  entirely 
clear  that  such  treatment  is  necessary  to 
provide  an  incentive  to  ANS  producers  to 
proceed  with  the  development  of  the  Lls- 
bume  and  Kuparuk  Pools,  the  other  two 
proven  reserves  on  the  North  Slope.  But 
by  providing  ANS  crude  oil  with  wellhead 
prices  that  are  as  high  as  possible  (con¬ 
sistent  with  the  upper  tier  ceiling  price, 
the  remoteness  of  the  area  and  the  cost 
of  the  Imported  oil  It  is  replacing) ,  the 
maximum  monetary  and  psychological 
incentives  are  provided  for  these  and 
other  producers  to  explore  aggressively 
elsewhere  in  the  Arctic  and  in  other  fron¬ 
tier  regions. 

FEA  does  not  find  it  inconsistent  with 
the  policy  and  purpose  of  the  entitle¬ 
ments  program  to  amend  that  program 
to  provide  separate  treatment  at  the  re¬ 
finery  level  for  two  categories  of  crude 
oil  subject  to  the  same  upper  tier  ceil¬ 
ing  price  rule — i.e.,  crude  oil  produced  on 
the  Alaska  North  Slope  and  crude  oil 
produced  elsewhere  in  the  United  States. 
The  entitlements  program  was  not 
designed  or  intended  to  impact  on  well¬ 
head  prices.  The  purpose  of  the  entitle¬ 
ments  program  is  merely  to  equalize  re¬ 
finers’  crude  oil  acquisition  costs.  It  does 
so  by  issuance  to  refiners  of  entitlements 
with  resF>ect  to  all  crude  oil,  without  re¬ 
gard  to  the  source  of  such  crude  oil,  in 
proportion  to  the  amount  of  price  con¬ 
trolled  crude  oil  being  refined  on  a  na¬ 
tion-wide  basis.  Crude  oil  acquisition 
costs  are  thoi  equalized  by  requiring  a 
refiner  to  have  an  entitlement  for  each 
barrel  of  price  controlled  crude  oil  it  re¬ 


fines  (a  full  entitlement  for  each  barrel 
of  lower  tier  crude  oil  and  a  fractional 
entitlement  for  each  barrel  of  upper  tier 
crude  oil) ,  and  a  refiner  that  is  required 
to  purchase  entitlements  in  order  to  re¬ 
fine  all  of  its  price  controlled  crude  oil 
is,  in  effect,  having  the  price  benefits  of 
its  access  to  a  greater  than  average  share 
of  price  controlled  crude  oil  allocated  to 
another  refiner  that  has  access  to  less 
than  the  national  average  of  price  con¬ 
trolled  crude  oil. 

The  amendment  adopted  today  sim¬ 
ply  recognizes  that  at  the  current  level 
of  world  market  prices,  no  entitlement 
obligation  is  appropriate  with  respect  to 
the  refining  of  ANS  crude  oil  because  a 
refiner  that  incurs  the  transportation 
cost  for  such  crude  oil  plus  a  wellhead 
price  that  is  subject  to  the  upper  tier 
ceiling  price  rule  does  not  thereby  have 
access  to  a  price  benefit,  as  compared 
with  imported  crude  oil  or  with  uncon¬ 
trolled  dcMnestic  crude  oil. 

Most  comments  received  supported 
FEA’s  proposed  amendment  to  the  en¬ 
titlements  program.  Comment  which  op¬ 
posed  this  action — chiefly  frwn  Califor¬ 
nia  producers — primarily  reflected  con¬ 
cern  that,  by  failing  to  differentiate  in 
the  entitlements  treatment  given  to  ANS 
oil  landed  on  the  West  Coast  and  the 
Gulf  Coast,  the  proposal  would  increase 
the  llkelih(xxl  that  ANS  producers  will 
engage  in  price  discounting  in  West 
Coast  markets  to  avoid  paying  the  extra 
costs  of  transshipment  of  crude  oil  to 
mid-ccmtinwit  markets.  Some  Califor¬ 
nia  producers  indicated  that  such  price 
competition  may  reduce  producer  mar¬ 
gins  to  the  extent  that  some  California 
production  would  no  longer  be  economi¬ 
cally  feasible. 

FEA  requested  specific  comment  in  its 
notice  of  proposed  rulemaking  on  the 
effect  of  ANS  production  on  California 
price  and  production  levels.  Comment 
received  in  this  respect  refiected  consid¬ 
erable  differences  of  opinion  both  as  to 
what  the  effects  of  ANS  production  will 
be  in  California  and  what  FEA  policy 
should  be  with  respect  to  pricing,  entitle¬ 
ments,  Elk  Hills  production  levels,  and 
various  alternative  proposals  to  dispose 
of  the  projected  short-term  West  Coast 
crude  oil  surplus.  These  conflicting  views 
reflect  to  a  significant  degree  the  vari¬ 
ables  and  uncertainties  surrounding  ANS 
production  which  FEA  acknowledged  in 
its  notice  of  inquiry  in  this  matter  (42 
FR  13116,  March  9,  1977)  and  which 
continue  to  be  present  in  large  measure. 
In  view  of  the  continuing  uncertainty 
concerning  the  potential  effects  of  ANS 
cnide  oil  on  California  price  and  pro¬ 
duction  levels  (or  whether  there  will  be 
any  significant  effect  at  all),  FEA  be¬ 
lieves  the  more  appropriate  course  of  ac¬ 
tion  at  this  time  is  not  to  change  the 
rules  to  address  a  problem  that  may  not 
exist,  but  instead  to  monitor  the  situa¬ 
tion  closely  and  to  quickly  implement 
appropriate  regulatory  adjustments  if 
necessary.  - 

For  the  reas(His  set  forth  above  and  in 
the  notice  of  proposed  rulemaking,  the 
proposed  amendments  to  the  entitle¬ 
ments  program  are  adopted  in  the  form 
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proposed,  effective  June  1,  1977,  except 
as  noted  in  Section  C,  below. 

3.  Composite  Price:  Non-exclusion  of 
ANS  first  sales  from  composite  price  cal¬ 
culations.  An  ancillary  issue  in  this  rule¬ 
making  proceeding  has  been  whether  to 
seek  congressional  approval,  pursiiant  to 
section  8(g)  of  the  EPAA,  of  exclusion 
of  ANS  production  from  the  statutory 
composite  price  computation.  Such  an 
action  would  require  a  prior  finding  by 
FEA  that  inclusion  of  ANS  production 
imder  the  composite  price  computation 
would  lessen  needed  incentives  for  sus¬ 
taining  or  enhancing  crude  oil  produc¬ 
tion  in  the  remainder  of  the  U.S.  (Inclu¬ 
sion  of  ANS  production  at  price  levels 
at  or  above  the  adjusted  statutory  com¬ 
posite  price  would  require  an  offsetting 
reduction  in  prices  applicable  to  other 
domestic  production,  in  order  to  comply 
with  statutory  pricing  limitations) . 

In  its  notice  of  proposed  rulemaking, 
PEA  took  the  following  position  on  this 
issue: 

FEA  has  decided  not  to  take  any  action 
at  this  time  on  whether  to  exclude  ANS  well¬ 
head  prices  from  the  composite  price  calcu¬ 
lation,  although  it  in  general  is  of  the  view 
that  certainty  should  be  Introduced  Into  fu¬ 
ture  crude  oU  pricing  levels  to  the  extent 
that  this  is  possible.  Under  the  energy  policy 
proposed  by  the  President  on  April  20,  1977, 
such  certainty  would  be  introduced  by  allow¬ 
ing  ceiling  prices  for  various  categories  of 
domestic  crude  oil  to  rise  at  specified  rates 
notwithstanding  the  composite  average. 
UntU  that  program  is  developed  and  imple¬ 
mented,  it  is  not  likely,  as  pointed  out  in 
the  April  15  report,  that  ANS  wellhead  prices 
will  exceed  the  composite  price  and  therefore 
Introduce  disruption  in  prodvictlon  Incen¬ 
tives  for  other  domestic  production. 

FEA  continues  to  believe  that  it  would 
be  inappropriate  to  seek  exclusion  of 
ANS  production  from  the  composite  price 
computation  at  the  present  juncture  in 
view  of  projected  ANS  wellhead  prices 
at  levels  below  the  compxisite  price  level 
(at  least  for  the  short-term).  However, 
section  8(g)  does  not  preclude  submis¬ 
sion  of  an  ANS  exclusion  amendment  for 
congressional  review  at  a  later  date  if 
necessary. 

Accordingly,  ANS  “first  sale"  (i.e.,  well¬ 
head)  prices  will  be  included  in  the  com¬ 
posite  price  computation  imder  existing 
regulations. 

C.  Amendments 

The  regulatory  amendments  appended 
to  the  notice  of  proposed  rulemaking  are 
ad(H>ted  as  proposed,  with  the  following 
revisions  and  additions. 

The  definition  of  “Alaska  North  Slope 
crude  oil”  proposed  for  Inclusion  in 
§  211.62,  has  been  revised  to  adopt  the 
preferable  mode  of  reference  to  that 
crude  oil  used  in  section  8(g)  of  the 
EPAA — ^viz.,  “crude  oil  transported 
through  the  trans-Alaska  pipeline.” 

Since  no  change  in  the  upper  tier 
status  of  first  sales  of  ANS  crude  oil 
under  the  pre-existing  regulatory  frame¬ 
work  was  proposed  in  the  notice  of  pro¬ 
posed  rulemaking;  FEA  stated  that  no 
amendments  to  the  pricing  regulations 
(Part  212)  appeared  to  be  necessary. 


However,  In  the  event  that  the  actual 
composite  price  exceeds  the  adjusted 
statutory  i^ce  at  some  time  in  the  fu¬ 
ture  (after  current  corrective  actions  are 
completed) ,  FEIA  would  need  to  have  ac¬ 
curate  data  on  the  volume  of  ANS  first 
sales,  apart  frmn  the  volume  of  othM* 
upper  tier  sales,  in  order  to  determine 
with  the  degree  of  accuracy  necessary 
what  cwrective  action  should  be  taken 
to  achieve  CMnpliance  with  the  compos¬ 
ite  price  restriction.  TTiis  is  because  such 
corrective  actiim  (i.e.,  a  temporary  defer¬ 
ral  of  further  Increases  in  price  ceilings 
or  a  rollback  of  price  ceilings)  would 
probably  not  impact  upon  ANS  crude  oU 
since  ANS  first  sales  are  expected  to  be 
at  price  levels  significantly  below  the 
applicable  upper  tier  price  ceiling  under 
most  assumptions.  While  corrective  ac¬ 
tion  might  be  specifically  designed  to 
apply  to  ANS  first  sale  price  levels  as 
well  as  ceiling  prices  applicable  to  other 
production  categories,  ^e  appropriate¬ 
ness  of  such  action  cannot  be  judged  at 
this  time  and  might  depend  on  precise 
knowledge  of  ANS  volume  levels. 

For  this  reason  and  in  order  to  provide 
accurate  production  data  for  various 
other  purposes  relating  to  ANS  price  and 
allocation  controls,  FEA  will  require  that 
purchasers  separately  report  on  Form 
FEA-P124-M-1  the  volumes  and  prices 
of  ANS  crude  oil  purchased.  FEA  expects 
to  issue  in  the  near  future  a  revised  Form 
124  which  will  include  instructions  to 
purchasers  in  this  respect. 

In  view  of  the  foregoing,  it  appears 
desirable  to  aihend  the  crude  oil  cate¬ 
gory  certification  requirements  imposed 
on  producers  under  5  212.131  to  assure 
that  all  purchasers  will  be  supplied  with 
source  data  for  ANS  production  in  addi¬ 
tion  to  the  price  category  data  already  re¬ 
quired,  in  order  to  complete  the  Form 
FEA-P124-M-1.  Accordingly,  today’s 
amendments  include  a  revision  of  §  212.- 
131  to  require  producers  to  certify  sepa¬ 
rately  with  respect  to  the  volume  of  up¬ 
per  tier  crude  oil  exclusive  of  any  crude 
oU  transported  through  the  trans-Alaska 
pipeline,  and  the  volume,  if  any,  of  crude 
oil  transported  through  the  trans-Alaska 
pipeline. 

(Emergency  Petroleum  Allocation  Act  of 
1973,  Pub.  Ii.  93-159,  as  amended.  Pub.  L. 
93-611,  Pub.  L.  94-99,  Pub.  L.  94-133,  Pub. 
L.  94-163,  and  Pub.  L.  94-385;  Federal  Energy 
Administration  Act  of  1974,  Pub.  L.  93-275, 
as  amended.  Pub.  L.  94-385;  Energy  PoUcy 
and  Conservation  Act,  Pub.  L.  94-163,  as 
amended.  Pub.  L.  94-385;  E.O.  11790,  39  FVt 
23186.) 


Issued  in  Washington,  D.C.,  August  11, 


1977. 


EMC  J.  Fygi, 
Acting  General  Counsel, 
Federal  Energy  Administration. 


In  consideration  of  the  foregoing. 
Parts  211  and  212  of  Chapter  H  of  Title 
10  of  the  Code  of  Federal  Regulations 
are  amended  as  set  forth  below,  effective 
June  1. 1977. 

1.  Section  211.62  is  amended  by  adding 
a  new  definition  of  “Alaska  North  Slope 
(ANS)  crude  oil”  In  appropriate  alpha¬ 
betical  order  to  read  as  follows: 


§  211.62  Definitions. 

•  •  *  •  • 

“Alaska  North  Slope  (ANS)  crude  oil” 
means  crude  oil  transported  through  the 
trans-Alaska  pipeline.  For  purposes  of 
this  subpart,  such  crude  oil  shall  not  be 
considered  as  upper  tier  crude  oil,  as  that 
term  is  hereinafter  defined, 

•  •  •  *  * 

2.  Section  211.66  is  amended  by  revis¬ 
ing  paragraph  (h)  (5)  to  read  as  follows: 

§  2 1 1 .66  Reporting  requirements. 

•  •  •  *  * 

(h)  Monthly  report.  •  •  • 

(5)  The  weighted  average  costs  for 
that  refiner  (including  transportation 
costs  to  the  refinery)  of  old  oil,  upper 
tier  crude  oil,  ANS  crude  oil,  stripper 
well  crude  oil  (as  defined  in  Part  212  of 
this  chapter),  other  domestic  crude  oils 
the  first  sale  of  which  is  exempt  from  the 
provisions  of  Part  212  of  this  chapter, 
and  imported  crude  oil  included  in  that 
refiner’s  crude  oil  receipts.  For  refiners 
required  to  file  transfer  pricing  report 
forms  under  §  212.84  of  this  chapter,  the 
weighted  average  cost  of  import^  crude 
oil  reported  under  this  subparagrai^ 
shall  be  derived  from  the  landed  costs 
set  forth  in  such  reports. 

*  •  •  •  • 

3.  Section  211.67  is  amended  by  revis¬ 
ing  paragraphs  (b)(2),  (g)(2),  (1) (4) 
and  (1)  to  read  as  follows: 

§  211.67  Allocation  of  domestic  crude 
oil. 

•  •  •  •  a 

(b)  Required  purchase  of  entitlements 
by  refiners.  •  •  • 

(2)  To  calculate  the  number  of  barrels 
of  deemed  old  oil  included  in  a  refiner’s 
adjusted  crude  oil  receipts  for  purposes 
of  the  definition  of  national  domestic 
crude  oil  supply  ratio  in  §  211.62  of  this 
subpart,  paragraph  (b)  (1)  of  this  section 
and  paragraph  (c)  of  this  section,  each 
barrel  of  old  oil  shall  be  equal  to  one 
barrel  of  deemed  old  oil  and  each  of 
upper  tier  crude  oil  shall  constitute  that 
fracti(>n  of  a  barrel  of  deemed  old  oil  the 
numerator  of  which  is  equal  to  the  re¬ 
ported  weighted  average  cost  per  barrel 
to  refiners  of  ANS  crude  oU,  imported 
crude  oil,  stripper  well  crude  oil  (as  de¬ 
fined  in  Part  212  of  this  chapter)  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  sum  of  21  cents  and  such 
weighted  average  cost  per  barrel  to  re¬ 
finers  of  upper  tier  crude  oil,  and  the 
denominator  of  which  is  the  entitlement 
price  for  that  month. 

•  •  •  «  » 

(g)  Exchanges  of  crude  oil.  *  *  * 

(2)  Subject  to  the  provisions  of  para¬ 
graph  (g)(3)  below,  volumes  of  domes¬ 
tic  crude  oil  deemed  to  be  retained  by  a 
refiner  under  the  provisions  of  paragn^h 
(g)(1)  above  shall  be  (i)  included  in 
that  refiner's  crude  (^  receipts  at  the 
time  the  crude  oil  acquired  pursuant  to 
the  related  exchange  or  purchase  and 
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sale  transaction  constitutes  a  crude  oil 
receipt  under  S  211.62  of  this  subpart  to 
that  refiner,  or  (ii)  certified  as  old  oil, 
upper  tier  crude  oil,  ANS  crude  oil,  strip¬ 
per  well  crude  oil  (as  defined  in  part  212 
of  this  chapter),  or  any  other  domestic 
crude  oil  the  first  sale  of  which  is  exempt 
from  the  provisions  of  Part  212  of  this 
chapter,  as  the  case  may  be,  luider  the 
provisions  of  S  212.131  of  Part  212  when 
the  crude  oil  acquired  pursuant  to  the 
related  exchange  or  purchase  and  sale 
transaction  is  sold  to  another  firm. 

•  *  •  •  • 

(i)  Issuance  and  transfer  of  entitle¬ 
ments.  *  •  • 

(4)  The  price  at  which  entitlements 
shall  be  sold  and  purchased  shall  be 
fixed  by  the  FEA  for  each  month  and 
shall  be  the  exact  differential  between 
the  weifi^ted  average  cost  per  barrel  to 
refiners  of  old  oil  and  such  weighted  av¬ 
erage  cost  of  imported  crude  oil,  ANS 
crude  oil,  stripper  weU  crude  oil  (as  de¬ 
fined  in  Part  212  of  this  chapter)  and 
other  domestic  crude  oils  the  first  sale 
of  which  is  exempt  from  the  provisions 
of  Part  212  of  this  chapter,  less  21  cents, 
such  costs  to  be  equivalent  to  the  deliv¬ 
ered  costs  to  the  refinery. 

♦  «  ♦  •  • 

(1)  Certification  by  non-refiners. 
Within  twenty-eight  (28)  days  following 
each  m(Hith,  commencing  with  the 
month  of  S^t^ber  1976,  each  firm 
other  than  a  refiner  that  has  delivered 
crude  oil  to  a  refiner  for  processing  for 
the  account  of  such  firm  pursuant  to  a 
processing  agreement  in  that  month 
shall  certify  to  that  refiner  the  respec¬ 
tive  volumes  of  and  that  firm’s  costs  for 
old  oil,  upper  tier  crude  oil,  ANS  crude 
oil,  stripper  well  crude  oil  (as  defined  in 
Part  212  of  this  chapter) ,  other  domestic 
crude  oils  the  first  sale  of  which  is  ex¬ 
empt  from  Part  212  of  this  chapter,  and 
imported  crude  oil  contained  in  the  crude 
oil  so  delivered  to  that  refiner. 

•  •  •  •  • 

4.  Section  212.131  is  amended  by  revis¬ 
ing  paragraphs  (a)(1)  (2),  (a)(3)(l), 
and  (b)  (1)  to  read  as  follows; 

§  212.131  Certification  of  domestic 
crude  oil  sales. 

(a)  (1)  Stripper  well  properties. 

•  •  •  •  • 

(2)  Non-stripper  toell  properties,  (i) 
With  respect  to  each  sale  of  crude  oil 
from  a  property  which  has  not  qualified 
as  a  stripper  well  property,  the  producer 
diall  certify  in  writing  to  the  purchaser 
the  number  of  barrels,  if  any,  of — 

(A)  Lower-tier  (“old”)  crude  oil; 

(B)  Upper-tier  (“new")  crude  oil,  ex¬ 
cluding  any  crude  oil  transported  through 
the  trans- Alaska  pipeline;  and 

(C)  CJrude  oil  transported  through  the 
trans-Alaska  plpdine. 

With  respect  to  any  property  which 
has  not  quaJified  as  a  stripper  well  prop¬ 
erty,  and  frwn  which  crude  oil  is  only 
sold  to  one  purchaser,  the  requirements 
of  this  paragraph  (a)  (2)  (i)  may  be  com¬ 
plied  with  by  a  one-time  certification  to 
the  purchaser  of  the  property’s  monthly 


base  production  control  level  determined 
pursuant  to  S  212.72,  whether  based  upon 
production  and  sale  of  crude  oil  in  1972 
(XT  upon  production  and  sale  of  old  crude 
oil  in  1975,  and.  if  applicable,  eith^  the 
property’s  adjusted  base  production  con¬ 
trol  lev^  determined  pursuant  to  $  212.- 
76  or  the  Information  necessary  to  com¬ 
pute  such  adjusted  base  production  c<mi- 
trol  level  pursuant  to  §  212.76. 

•  •  •  •  • 

(3)  Unitized  properties,  (i)  With  re- 
sp>ect  to  each  sale  of  crude  oil  from  a 
unitized  property  for  which  the  producer 
has  deteimined  a  unit  base  production 
control  level,  the  producer  shall  certify 
in  writing  to  the  purchaser  the  number 
of  barrels  of — 

(A)  Lower-tier  (“old”)  crude  oil; 

(B)  Upper-tier  (“new”)  crude  oil,  if 
any,  including  either  “actual  new  crude 
oil”  or  “imputed  new  crude  oil”  deter¬ 
mined  pursuant  to  §  212.75(b),  but  ex¬ 
cluding  any  crude  oil  transported  through 
the  trans-Alaska  pipeline; 

(C)  CTrude  oil  transported  through  the 
trans- Alaska  pipeline,  if  any;  and 

(D)  Imputed  stripper  well  crude  oil,  if 
any.  determined  pursuant  to  §  212.75(b). 

With  respect  to  any  unitiz^  property 
for  which  the  producer  has  determined 
a  unit  base  production  control  level,  and 
from  which  crude  oil  is  only  sold  to  one 
purchaser,  the  requirements  of  this  par¬ 
agraph  (a)  (3)  (i)  may  be  complied  with 
by  a  one-time  written  certification  to  the 
purchaser  of — 

(1)  The  monthly  unit  base  production 
control  level,  determined  pursuant  to 
S  212.75(b) ; 

(2)  The  number  of  barrels  of  “imputed 
new  crude  oil,”  if  any,  determined  pursu¬ 
ant  to  §  212.75(b),  excluding  any  crude 
oil  transported  through  the  trans-Alaska 
pipeline; 

(3)  liie  number  of  barrels  of  crude 
oil  transported  the  trans-Alaska  pipeline, 
if  any;  and 

(4)  The  number  of  barrels  of  imputed 
striwjer  well  crude  oil.  if  any,  determined 
pursuant  to  §  212.75(b) . 

•  «  •  •  * 

(b)(1)  Each  seller  of  domestic  crude 
oil.  other  than  a  producer  of  domestic 
crude  oil  covCTed  by  paragraph  (a)  of 
this  section,  shall,  with  respect  to  each 
sale  of  domestic  crude  oil  other  than  an 
allocation  sale  pursuant  to  §  211.65  of 
Part  211,  or  a  sale  in  which  no  volumes  of 
domestic  crude  oil  are  deemed  to  have 
been  transferred  pursuant  to  §  211.67(g) 
cd  Part  211,  certify  in  writing  to  the  pur¬ 
chaser  the  respective  volumes  of  and  re¬ 
spective  per  b^rel  prices  for  the — 

(i)  Lower-tier  (“old”)  crude  oil; 

(ii)  Upper  tier  (“new”)  crude  oil,  ex¬ 
clusive  of  any  crude  oil  transported 
through  the  trans- Alaska  pipeline; 

(iii)  Crude  oil  transported  through 
the  trans- Alaska  pipeline; 

(iv)  Stripper  well  crude  oil;  and 

(v)  Other  domestic  crude  oils  the  fii*st 
sale  of  which  is  exempt  from  the  provi¬ 
sions  of  this  part — included  in  the 
volume  of  domestic  crude  oil  so  sold.  The 
certification  shall  also  contain  a  state¬ 


ment  that  the  price  charged  for  the 
domestic  crude  oil  is  no  greater  than  the 
maximum  price  permitted  pursuant  to 
this  part. 

•  •  •  «  • 

Appendix 

DCTESMINATION  OP  SEPTSMBEX  30,  1975,  POSTED 

PRICE  FOB  ANS  CRUSE  On.  VNDEB  10  CFB 

212.74(b) 

Por  most  reflnere,  the  most  significant  de¬ 
terminants  of  “kind  and  quality”  in  crude 
oil  are  the  gravity  and  sulfur  cemtent.  The 
gravity  of  onide  oil  produced  from  fields  in 
the  U.S.  ranges  from  about  11»  to  about  53* 
API.  Low  density  crude  oils  have  high  API 
ratings.  High  API  crudes  yield  greater 
amounts  of  gasefiine  and  hence  are  more 
valuable  than  low  API  crude  oils.  The  sul¬ 
fur  content  of  domestic  crude  oil  varies  from 
about  .02  to  about  6.0  percent.  Sulfur  affects 
the  value  of  crude  oil  because  of  its  many 
undesirable  characteristics.  Among  these  are 
its  ONTOsiveness  and  its  detrimental  impact 
on  air  quality  if  retained  in  refinery  prod¬ 
ucts.  Removal  of  sulfur  is  an  expensive  proc¬ 
ess.  Therefore,  high-sulfur  crude  oil  is  less 
valiuible  than  low-sulfur  crude  oil.  • 

The  gravity  and  sulfur  content  of  ANS 
crude  oil  are  27  degrees  API  and  0.97  per¬ 
cent  (by  weight)  respectively.  For  the  pur¬ 
poses  of  this  analysis,  fields  with  an  API 
rating  of  27*  plus  or  minus  5*  (i.e.,  22  to 
32*  API)  and  a  sulfur  content  of  0.97  percent 
plus  or  minus  0.5  percent  (i.e.,  .47  to  1.47 
percent  sulfur)  were  deemed  to  be  generally 
similar  to  ANS  crude  oil.  Qualifying  fields 
were  selected  from  the  United  States  Bureau 
of  Mines  (BOM)  Report  of  Investigation  No. 
6819,  (19^)  on  616  samples  from  546  im¬ 
portant  fields  In  20  states,  the  most  recent 
comprehensive  report  available.  Additionally, 
FEA  reviewed  Information  on  some  fields 
through  comments  submitted  in  response  to 
the  notice  of  proposed  rulemaking,  and 
through  subsequent  investigations  based  on 
those  submissions. 

This  process  yielded  a  total  of  fifty-five 
fields  west  of  96*  west  longitude  (western 
half  of  the  U.8.)  with  crude  oil  generally 
similar  in  quality  to  ANS  crude  oil.  These 
fields  are  listed  at  the  end  of  this  appendix. 
By  narrowing  the  “similarity”  range  to  an 
API  rating  of  27*  plus  or  minus  2.5*  ((.e., 
24.5  to  29.5*  API)  and  a  sulfur  content  of 
0.97  percent  plus  or  minus  0.26  percent  (ie., 
.72  to  1.22  percent  sulfur),  FEA  derived  a 
list  of  17  fields  which  It  considers  most  sim¬ 
ilar  in  kind  and  quality  to  ANS  crude  oil. 
Of  these  fields,  three  are  in  Montana,  the 
geographically  closest  oil-producing  state  to 
the  ANS  production  xone,  and  the  rest  in 
such  more  distant  states  as  Wyoming,  Utah, 
California,  and  Texas.  The  qualifying  Mon¬ 
tana  field  which  is  nearest  geographically  to 
the  ANS  discovery  well  (near  the  center  of 
the  Prudhoe  Bay  Pool),  is  the  Two  Medicine 
Cut  Bank  Sand  Unit  (“Cut  Bank”)  in  Gla¬ 
cier  County,  Montana.  1.935  miles  away, 
with  a  gravity  of  28.3*  and  a  sulfur  content 
of  1.10  percent  based  on  BOM  samplings. 

Thus,  in  accordance  with  10  CFR  212.- 
74(b),  and  the  methodology  explained  in 
the  notice  of  proposed  rulemaking.  Cut  Bank 
is  the  nearest  field  which  produces  crude  oil 
most  similar  in  kind  and  quality  to  ANS 
crude  oil. 

As  far  as  FEA  is  aware,  only  three  pur¬ 
chasers  posted  prices  for  crude  oil  in  the 
Cut  Bank  area  for  September.  1975:  Phil¬ 
lips  Petroleum  Co.,  Union  Oil  Co.,  and  Per¬ 
mian  Corp. 

The  Phillips  price  bulletin  for  September, 
1975  lists  only  the  Cut  Bank  and  Pondera 
Fields  in  Montana.  The  posted  price  for 
crude  oil  of  27-27.9*  API  was  812.36  per 
barrel  for  both  of  these  fields. 
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RULES  AND  REGULATIONS 


The  Union  price  bulletin  applies  in  Mon¬ 
tana  to  “Cut  Bank,  Darling,  Reagan  and 
Adjacent  Fields.”  The  Union  bulletin  lists 
a  price  of  $12.39  per  barrel  for  crude  oil  of 
27.0-27.9®  API  for  the  Montana  fields  con¬ 
cerned. 

The  price  bulletin  issued  by  Permian  for 
September,  1975,  lists  a  price  not  to  exceed 
$12.78  per  barrel  “for  40.0*  API  gravity  and 
above,  with  gravity  adjustments,”  appli¬ 
cable  to  “Northwestern  Montana.”  The  Per¬ 
mian  Corp.  has  advised  FEA  that  “North¬ 
western  Montana”  as  thus  referenced  com¬ 
prises  a  geographical  area  which  includes 
the  Cut  Bank  field,  among  others,  and  that 
the  applicable  gravity  adjustment  has  been 
2<}  per  degree  API  since  early  1975.  Under 
Ruling  1977-1  (42  PR  3628,'  January  19, 
1977)  the  Permian  bulletin  therefore  ap¬ 
pears  to  constitute  a  posting  of  $12.52  per 
barrel  for  27®  API  crude  oil  in  the  Cut  Bank 
and  other  fields  in  Northwestern  Montana. 
According  to  Information  available  to  FEA, 
crude  oil  at  various  API  degree  levels  other 
than  28.3°  is  sold  from  the  Cut  Bank  field. 
Including  27°  API  crude  oil.  FEA  concludes 
that  the  Permian  posting  noted  above  ap¬ 
pears  to  constitute  the  highest  posted  price 
on  September  30,  1975,  applicable  to  the 
Cut  Bank  field. 

The  Kevin-Sunburst  field  in  Toole  County, 
Montana  is  about  18  miles  closer  to  the 
ANS  discovery  well  than  the  Cut  Bank  field. 
Because  its  API  rating  in  the  table  at  the 
end  of  this  appendix  is  32°,  it  does  not  fall 
within  the  list  of  17  fields  found  to  be  most 
similar  in  kind  and  quality  to  ANS  crude 
oil.  However,  the  fields  in  Northwestern 
Montana  to  which  the  Permian  posting  ap¬ 
plies  Includes  the  Kevin-Sunburst  field, 
which  is  only  about  20  miles  from  the  Cut 
Bank  field.  Because  of  this,  and  the  fact 
that  the  sulfur  differentials  in  Northwestern 
Montana  are  not  great  enough  to  affect 
the  price  in  that  area,  the  “highest  posted 
price”  as  determined  above  would  be  the 
same  with  respect  to  27°  API  crude  oil  no 
matter  whether  produced  from  Cut  Bank  or 
Kevin-Sunburst. 

The  northernmost  active  California  field, 
Brentwood,  is  2,459  miles  from  the  ANS  dis¬ 
covery  well,  over  500  miles  farther  away  than 
Cut  Bank.  Furthermore,  this  field  would  not 
qualify  as  similar  in  quality,  even  within  the 
wider  range  described  above.  One  of  the 
northernmost  California  fields  of  a  quality 
generally  similar  to  that  of  ANS  is  Ventura, 
with  an  API  of  31.3°  and  sulfur  content  of  .94 
percent.  Ventura,  however  is  2.721  miles  from 
the  North  Slope,  about  800  miles  farther 
than  Cut  Bank. 

In  Wyoming,  both  Elk  Basin  and  Dewey 
Dome  are  hundreds  of  miles  farther  away 
from  the  ANS  than  Cut  Bank.  They  are 
also  not  as  close  in  quality  to  the  ANS  crude 
as  Cut  Bank.  Elk  Basin  has  a  gravity  of 
26.8  degrees  API  and  a  sulfur  content  of 
1.50  percent,  while  Dewey  Dome’s  gravity  is 
25.4°  API  and  its  sulfur  content  is  0.88  per¬ 
cent. 

Several  of  those  submitting  comments  sug¬ 
gested  that  PEA  set  aside  the  regulatory 
procedure  in  favor  of  adoption  of  the  na¬ 
tional  average  upper  tier  ceiling  price  as  the 
ANS  celling  price.  In  its  evaluation  of  this 
alternative  FEA  acknowledged  that  the  value 
of  crude  oil  to  the  refiner  is  largely  depend¬ 
ent  upon  the  gravity  and  sulfur  content  of 
the  particular  oil.  Hence,  it  was  determined 
that  in  order  to  set  the  upper  tier  price  level 


of  ANS  crude  based  on  a  national  average, 
adjustment  would  have  to  be  made  for  the 
particular  gravity  and  sulfur  content  of  that 
oil.  A  weighted  national  average  upper  tier 
ceiling  price  is  available,  but  the  data  nec¬ 
essary  for  the  computation  of  a  weighted 
national  average  for  gravity  and  sulfur  con¬ 
tent  are  not.  The  closest  gravity  and  sulfur 
approximations  available  were  unweighted 
figruee  computed  by  FEA  on  the  basis  of  the 
Bureau  of  Mines  publication  (which  applied 
.to  only  twenty  states)  cited  above.  Based  on 
those  approximations,  it  can  be  concluded 
that  the  average  upper  tire  quality  exceeds 
the  average  quality  of  ANS  crude  oil. 

The  average  upper  tier  price  of  all  domestic 
controlled  crude  oil  in  February  1977  was 
$11.39  per  barrel.  Therefore  to  obtain  the 
average  upper  tier  posted  price  on  Septem¬ 
ber  30,  1975  an  additional  $1.25  should  be 
added,  $11.39  +  $1.25=;$12.64  to  reflect  cor¬ 
rections  and  roll-backs  under  the  Emer¬ 
gency  Petroleum  Allocation  Act,  as  amended. 
The  estimated  average  gravity  for  domestic 
crude  oil  was  determined  to  be  34.86  degrees 
API.  ANS  crude  is  27  degrees  API  or  7.86  de¬ 


grees  API  below  the  national  average.  The 
gravity  penalty  averages  from  2  to  3  cents 
per  degree  API.  Hence,  the  adjusted  value 
for  ANS  crude  oil  would  be  from  ($12.64— 
0.03X7.86)  =$12.40  to  ($12.64  —  0.02  X  7.86)  = 
$12.48.  In  addition,  a  sulfur  penalty  is  as¬ 
sessed  on  crude  oils  and  reflected  in  the  post¬ 
ings.  The  penalty  has  been  determined  to  be 
from  $0.15  to  $0.35  for  each  percentage  point 
sulfur  content.  The  U.S.  average  sulfur  con¬ 
tent  in  crude  oil  was  estimated  to  be  0.685 
percent  (data  is  lacking  to  make  this  esti¬ 
mate  with  sufficient  precision  for  regulatory 
purposes).  Therefore,  the  additional  sulfur 
penalty  would  require  ANS  crude  to  be  priced 
from  {$12.40— $0.35  (0.97  percent— 0.685  per¬ 
cent)  j  =$12.30  to  ($12.48  — $0.15  (0.97  per¬ 
cent— 0.685  percent)  ]  =$12.44. 

In  conclusion,  the  "nearest  fleld  most  sim¬ 
ilar  in  kind  and  quality”  aj^roach  yields  a 
precise  upper  tier  base  posted  price  for  ANS 
crude  oil  under  $  212.74(b)  of  $12.52  per  bar¬ 
rel.  The  “national  average”  approach  yields 
an  estimated  range  of  base  posted  prices  for 
ANS  crude  oil  from  $12.30  to  $12.44  per 
barrel. 


FirhlH  tcest  of  96“  trest  longitude  producing  crude  oil  generally  mmilar  in  <iuiilily  to 
A  n  ude  oil  (22“  to  22“  API,  0.47  to  1.47  pet  sulfur) 


State 


Coniitv 


Field 


"API 


California . Los  ,ingi>!i  s 


Kern _ 


Fresno... 
Ventura  - . . 


Kan.sas . 


Montana. 


Ventura . 

Russell .  Uorhani . 

Pratt . luka-Canni . 

Rooks . Mari'otte  ‘ . 

Graham . Morel . 

IIiUTter . Spivey  Grabs... 

.  Wibaux . .  Pine . 

Richland .  Hrorson  > . 

Rosebud . .Sumatra . 

Toole . . Kevin-Sunburst. 


Carter .  Repeal. 


Lea. 


New  Mexico . 

North  Dakota . Billings .  Rocky  Ridge  >. 

Oklahoma . Hughes . Allen . 

Carter . Healdton  > . 


Texas. 


Yoakum . Wasson  (06,  Clear 

Howard . Itan,  East  Howarc 

Caldwell . Luling-Branyon  *. 


Utah. 


Wyoming. 


Cooke . Walnut  Bend . 

Crockett . .  World . 

Andrews . McFarland . 

Uintah . Ashley  Valley  (Permian)... 

Ashley  Valley  (Pennsylvan 

Garfield .  Upper  V'alley  (Coconino).*. 

Washington . Anderson  Junction.*.. . 

Campb^ . Adon . 


Percent 

sulfur 


Weston _ _ Dewey  Dome  *. 


29.4 

1.08 

29.9 

.88 

24.7 

1.10 

29.8 

.58 

22.6 

1.29 

•28.3 

.68 

28.6 

.87 

22.1 

.53 

•28.7 

.90 

24.0 

.75 

30.4 

.95 

31.7 

.55 

3*1.6 

.59 

25.2 

.90 

2^2.8 

.68 

22.6 

.94 

29.7 

.83 

•28.8 

.88 

31.8 

1.02 

•28.2 

1.40 

31.3 

.94 

31.0 

.55 

•28.8 

.59 

•26.3 

.77 

27.3 

.67 

•23.5 

.93 

30.4 

.54 

29.3 

.87 

29. 1 

.65 

32.0 

1.20 

28.3 

1. 10 

24.2 

.87 

31.5 

.48 

29.3 

1.06 

28.5 

.97 

27.1 

1.16 

29.3 

.70 

28.9 

.92 

28.0 

1.41 

27.0 

1..34 

29. 1 

1.36 

31.9 

1.40 

31.5 

1.47 

28.6 

.86 

30.0 

.82 

31.0 

.86 

28.2 

.70 

31.1 

1.38 

3ao 

.89 

30.8 

.83 

27.0 

.91 

27.0 

.76 

sae 

t20 

3L6 

L3S 

25.4 

.88 

*  Most  dmllar  fields,  based  on  more  reetricted  range  of  24.5  to  29.5°  API,  and  0.72  to  1.22  pet  sulfur. 
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